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1 . AFTER MUCH DELAY, CAUSED AT LEAST IN PART BY THE 
PARLIAMENTARY EIECTIONS, THE DETAILS OF THE GOVERNMENT'S 
DRAFT 1977 BUDGET HAVE JUST BEEN MADE PUBLIC. THE 
OVERAIL DM 171.8 BILLION MAGNITUDE REMAINS AS EARLIER 
REPORTED, BUT THE BREAKDOWN BY MINISTRY, WHICH IS 
APPENDED AT THE END OF THIS CABLE, IS NEW. APPROVED 


Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 



Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 


AT THE JANUARY 26 CABINET MEETING, THE DRAFT WILL NOW 
BE SENT TO THE BUNDESTAG FOR A FIRST READING AND DEBATE. 
FINAL BUNDESTAG APPROVAL IS TARGETED FOR MAY. (THE 
1976 BUDGET WAS APPROVED IN JUNE 1976.) IT IS 
NOT LIKELY THAT SUCH SUBSEQUENT ALTERATIONS AS MAY BE 
MADE WILL BE OF MUCH CONSEQUENCE, OTHER THAN THE 
POSSIBLE ADDITION OF PART OF THE PROPOSED PUBLIC IN- 
VESTMENT PROGRAM WHICH, HOWEVER, 

ALSO MIGHT BE HANDLED BY A SUPPLEMENTAL BUDGET. 

2. THE OVERALL NOMINAL GROWTH RATE IN THE DRAFT 1977 
BUDGET OVER THE AUTHORIZED 1976 LEVEL IS 4.7 PERCENT 
(SEE TABLE, PARA 6). IF THE ACTUAL (NOT AUTHORIZED) 

1976 EXPENDITURES ARE COMPARED WITH THE PROPOSED 1977 
LEVEL, THE GROWTH RATE IS 6.2 PERCENT. THIS IS DUE 
TO SAVINGS OF ABOUT DM 2 BILLION WHICH WERE ACHIEVED 
IN 1976, THEREBY LOWERING THE ACTUAL FIGURE FROM THE 
AMOUNT AUTHORIZED. HOWEVER, THE STIMULATION PROGRAM 
OUTLAYS MADE IN 1976 ARE OMITTED IN SUCH A CALCULATION. 
TAKING THESE INTO ACCOUNT - DM 3 BILLION - PUTS THE 
1976 FEDERAL EXPENDITURE BASE UP DM L BILLION ABOVE THE 
DRAFT LEVEL, AND YIELDS AN ADJUSTED AGGREGATE GROWTH 
RATE OF ABOUT 4 PERCENT. THE INFLATIONARY BACKDROP 
FOR THIS DEVELOPMENT MAY BE APPRECIATED BY LOOKING AT 
THE COUNCIL OF ECONOMIC ADVISORS' PROJECTED 1977 DE- 
FLATORS OF 5.5 PERCENT FOR PUBLIC CONSUMPTION (WHICH 
EXCLUDE THE HEAVILY-WEIGHTED TRANSFER PAYMENTS) AND 4 
PERCENT FOR GNP AS A WHOLE. THEREFORE, THERE IS VERY 
LITTLE IF ANY REAL GROWTH IN THE 1977 FRG BUDGET. 
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3. THE MINISTRY OF DEFENSE APPROPRIATION IS UP BY ONLY 

A NOMINAL 1.4 PERCENT, MARKEDLY BELOW TOTAL BUDGETARY 
GROWTH (IT WOULD BE EVEN LOWER IF THE DM 350 MILLION 
STIMULATION PROGRAM OUTLAYS IN 1976 WERE INCLUDED). 

IN REAL TERMS, NO MATTER WHAT DEFLATOR CONCEPT IS 
USED, THERE IS A CLEAR DECLINE. USING THE PUBLIC 
CONSUMPTION DEFLATOR SIGNIFIES A 4 PERCENT REAL DECLINE 
FOR DEFENSE; APPLICATION OF THE OVERALL GNP DEFLATOR 
STILL RESULTS IN A 2.5 PERCENT REAL DROP. USE 
OF THE NATO DEFLATOR FOR FRG DEFENSE EXPENDITURES OF 4.6 
PERCENT REFLECTS A NEGATIVE 3 PERCENT GROWTH RATE. 

4. IN VIEW OF THE PROJECTED 1977 REVENUES OF DM 149 
BILLION (BASED ON NOMINAL GNP GROWTH OF 9 PERCENT), 

THE NET CREDIT REQUIREMENT IS SET BY THE GOVERNMENT AT 
DM 22.8 BILLION. THIS IS ALMOST EXACTLY THE AMOUNT THE 
GOVERNMENT CLASSIFIES AS "INVESTMENT" OUTLAYS IN ITS 
BUDGET, AND THEREFORE CONFORMS WITH THE REQUIREMENTS 
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OF ARTICLE 1 15 OF THE CONSTITUTION REGARDING DEBT 
LIMITATION. IN 1976 THE BUDGETARY DEFICIT WAS DM 26 
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BILLION; IF THE STIMULATION PROGRAM OUTLAYS ARE TAKEN 
INTO ACCOUNT, THE ADJUSTED 1976 DEFICIT WOULD BE DM 29 
BILLION. HOWEVER, 1977 TAX REVENUES COULD BE SLIGHTLY 
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LOWER DUE TO A PERHAPS OVERLY OPTIMISTIC ASSUMPTION 
RE GNP GROWTH. ALSO, EXPENDITURES COULD BE MARGINALLY 
HIGHER THAN BUDGETED DUE TO HIGHER UNEMPLOYMENT THAN 
ANTICIPATED IN THE BUDGET FORECAST AND THE TALKED ABOUT 
BUT STILL VAGUE MEDIUM-TERM INVESTMENT PROGRAM. CON- 
SEQUENTLY, THE RESTRICTIONARY SWING IN THE DEFICIT IS 
LIKELY TO BE LESS THAN THE DM 3 BILLION SUGGESTED BY 
THE FOREGOING DATA. 

5. NO SPECIAL STIMULATION OR "INFRASTRUCTURE INVESTMENT" 
PROGRAM OUTLAYS ARE INCLUDED IN THE 1977 DRAFT BUDGET. 
THIS PROGRAM IS STILL IN FORMATION AND WILL BE REPORTED 
ON SEPARATELY AS DETAILS BECOME AVAILABLE. HOWEVER, 

IT WILL BE MEDIUM-TERM ORIENTED WITH RELATIVELY LITTLE 
IMPACT EXPECTED IN 1977 IN TERMS OF EXPENDITURES. 

6. THERE FOLLOWS A TABLE PRESENTING A BREAKDOWN OF 
APPROVED 1976 AND DRAFT 1977 FEDERAL EXPENDITURES: 

FEDERAL EXPENDITURES PERCENT 
MINISTRY OR MAJOR IN MILLION DM CHANGE 
BUDGET SUBTITLE 1976 1977 1977/76 


PRESIDENT'S OFFICE 12.3 12.5 1.6 

BUNDESTAG 240.7 270.4 12.3 

BUNDESRAT 8.3 8.3 0 

CHANCELLOR'S OFFICE 319.7 316.2 -1.1 

FOREIGN OFFICE 1,286.3 1,348.1 4.8 

INTERIOR 2,300.0 2,395.1 4.1 

JUSTICE 274.1 273.7 -0.1 

FINANCE 2,494.7 2,435.7 -2.4 

ECONOMICS 2,679.8 2,764.5 3.2 

FOOD AND AGRICULTURE 5,482.4 5,528.8 0.8 

LABOR 39,325.9 38,223.4 -2.8 

TRANSPORT 19,699.1 20,425.9 3.7 
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POST 298.4 5.1 -98.3 

DEFENSE 31,890.5 32,350.0 1.4 

FAMILY AND HEALTH 13,503.2 14,893.5 10.3 

CONSTITUTIONAL COURT 8.3 8.4 1.2 

GERNERAL ACCOUNTING OFFICE 30.6 29.4 -3.9 

AID 3,004.4 3,171.9 5.6 

CITY PLANNING 3,688.0 3,958.6 7.3 


Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 



Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 


ALL GERMAN AFFAIRS 384.4 398.6 3.7 

RESEARCH AND TECHNOLOGY 3,962.3 4,055.1 

EDUCATION AND SCIENCE 3,909.1 3,744.9 -4.2 

FEDERAL DEBT SERVICE 8,404.0 10,073.9 19.9 

PENSIONS 7,611.9 7,626.3 0.2 

STATIONING COSTS 938.8 955.3 1.8 

CIVIL DEFENSE 546.9 541.2 -1.0 

GEN. ADMINISTRATION 11,742.3 15,982.2 36.1 


TOTAL 164,046.6 171,797.0 4.7 

STOESSEL 
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